
Those days are gone, so 
now we compare prices. 
Sometimes we don’t buy an 
item because its price isn’t 
competitive. This is disap-
pointing for me, given my 
involvement with resale 
and my 18-year history of 
support for the benefit. But 
when the price on an item 
isn’t competitive and the 
savings aren’t there, then 
the price is no longer a ben-
efit to my family.

E and C News: What are some of industry’s 
views on the proposed consolidation-integration-
merger of exchanges and the proposed merger of 
exchanges with commissaries?

Gordy: Industry views on proposals for con-
solidation are mixed. I would say, generally, there 
is a desire to protect, strengthen and enhance the 
military resale benefit; and if some level of con-
solidation accomplishes that, and there is a solid 
business case to support it, then efforts should be 
made to offer patrons a stronger benefit through 
better savings and a customer-centric, more con-
venient shopping experience. 

But the devil is in the details. We are hopeful 
that the current business case analysis (BCA) is not 
merely an attempt to check a box. If the BCA comes 
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E and C News: How does the Armed Forces Mar-
keting Council (AFMC) differ from the American 
Logistics Association (ALA)? 

Tom Gordy: The main difference between 
AFMC and ALA is membership. The AFMC is a 
non-profit business league for military brokers. 
While we address many of the same issues as the 
ALA, there are some particular issues pertaining 
to brokers that the Council addresses that are not 
typically addressed by the ALA.

E and C News: Through its members, AFMC 
represents a major portion of resale suppliers to 
both commissaries and exchanges. What are they 
telling you about their issues and concerns with 
the changes that have taken place to military 
resale and the ongoing reforms? As a patron, 
how have you and your family been affected?

Gordy: The member companies of the AFMC 
represent about 60 percent of the products sold in 
military resale. So if there is an issue that is affect-
ing military resale, it usually affects the members 
of the Council as well. 

We have seen tremendous churn in the industry 
over the past few years — churn created within 
the Department of Defense (DoD), on Capitol 
Hill, within the resale systems and in the civil-
ian marketplace, whether budget issues, reform, 
consolidation or e-commerce and m-commerce. 
Some of it has been positive, and some less so.

The members of the Council do not fear the 
competitive challenges, because competitiveness 
results in a stronger benefit. They also do not fear 
potential reforms, as long as there is a strong busi-
ness case that supports the reforms and that they 
deliver a better and stronger benefit for military 
families. 

The reforms currently being implemented at 
DeCA may have some level of justification from 
a business perspective. However, from a benefit 
perspective, the reforms are negatively impacting 
the benefit through higher prices and loss of top-
selling, high-quality national brands on the shelf. 

Essentially, current reforms are shifting the 
cost of the delivery of the benefit onto the ben-
eficiaries and the industry. This, in our view, is 
leading to an erosion of patron confidence in 
their earned benefit as evidenced by declining 
sales, transactions and units purchased as well 
as shrinking market baskets.

Sales are always a major concern, particularly 
when they are trending negatively. There are many 
factors that precipitated 
recent sales declines, 
and competitiveness 
outside the gate and 
online continue to put 
pressure on sales. 

It is refreshing to 
see sales trend posi-
tively over the past 
year for the exchanges, 
but commissary sales 
declines continue to 
be a major concern; 
and there doesn’t seem 
to be a bottom to the 
trough in the near 
term. 

We continue to see 
the adverse impacts 
from the continual 
water-drip of reform 
being forced upon resale without achiev-
ing stability before forcing additional reforms. It 
is difficult for resale leaders to focus on delivering 
the benefit when there are numerous ancillary is-
sues distracting them from their primary mission. 

As a Navy Reservist, I enjoy my resale benefit 
even though I live 27 miles from the nearest base. 
The exchanges continue to provide a great value, 
and their online offerings continue to improve 
and remain unbeatable by online competition. 

As for the commissary, prior to the implemen-
tation of variable pricing and private label, we 
went to the commissary to hunt and buy. If an 
item was on our grocery list, we had confidence 
we were getting the best price in the commissary, 
so there was never any question whether we were 
going to buy it. And sometimes we found treasures 
that were just too good to pass up, even if they 
weren’t on the list. 
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E and C News: What are the effects of all 
these reforms, including category performance 

improvement, private label, etc., on patron sav-
ings? Is Congress staying apprised of the effects 
of reform efforts on patron savings, customer 
satisfaction and the impact of sales declines in 
commissaries?

Gordy: DeCA is approaching 18 months of 
implementation of private label and variable pric-
ing. Commissary sales, transactions and units pur-
chased are down and continue to trend negatively. 
Prices have increased on some products, and some 
top-selling national brands have been removed 
from the shelves to make way for private label. 

According to DeCA, savings are relatively con-
sistent at 23.7 percent, but no one knows what 
is included in the market basket to calculate the 
savings, so it is hard to know the impact reform 
initiatives are having on savings. 

We recently were told that DeCA generated 
$40 million in revenue from private label and 
variable pricing, but it is unclear whether that is 
gross or net revenue, or whether all costs such 
as shelf-stocking were included. We’ve been told 
the private label vendor does not pay for those 
costs like the national brands do, and that DeCA 
is paying those costs. 

The only metric of success that has been pro-
vided to industry is that private label products 
are gaining market share within their respective 
categories. However, syndicated data shows that 
sales in most categories which now have private 
label products are declining at a rate greater than 
overall store sales. 

Based on that data, we do not see that private 
label and variable pricing are having a positive 
impact on sales within the categories or on DeCA’s 
overall sales.

As for reporting, DeCA is required by law to 
provide a quarterly briefing — not a report, but a 
briefing — to Congress on the reform efforts and 
whether they are meeting the mandated standards 
of patron savings, customer satisfaction and of-
fering high-quality products to patrons. I have 
seen the briefings and, based upon what I saw, 
DeCA is meeting the mandate of keeping Congress 
informed of reform efforts. 

E and C News: What are some of the current 
views on the Hill of the consolidation plans being 
proposed by DoD?

Gordy: Views by members of Congress and 

back and says that the benefit of consolidation 
is not worth the cost, we have been assured that 
DoD will abandon this process. But the pressure 
is on DoD’s Resource Management Group to get 
something done within the Department’s eight 
pillars of enterprise efficiencies. 

We are concerned that resale is viewed by some 
in the Department as the low-hanging fruit in 
those efforts, and that consolidation will be forced 
just to show movement on something. 

I am reminded of a statement in a CBS.com 
article about why mergers fail: “Due diligence is 
supposed to uncover the truth about companies, 
but it rarely does. In part, this is because it is too 
fast. It’s also often done by the wrong people 
— not by those who will have to make the deal 
work, but by those who will walk away.” This 
process is being mostly run by people who will 
walk away — political appointees, short-term task 
force members and contractors. Those who will 
have to make it work are on the outside looking 
in and their concerns oftentimes are summarily 
dismissed. 

Given that there is no model in business to 
follow as it relates to resale consolidation, which 
seeks to merge three exchanges and a commissary 
system, each with unique business models, more 
than due diligence is required to ensure that the 
solution developed is right and will actually lead 
to a better benefit for military families. 

And that is why we believe Congress should 
have the final say on whether consolidation 
should go forward. They need to be a check on 
this process and ensure this benefit is protected 
for military families. 

As for DeCA, its operating model is very 
different from the exchanges, so including 
them in a merger will require significant changes 
on the part of the agency, with gaining non-ap-
propriated fund (NAF) authority being the most 
significant. Until DeCA has NAF authority, which 
is already allowable in law, it is hard to see how 
the agency can effectively merge with exchanges. 

At some point, it would almost seem plau-
sible to have exchange-operated commissaries, by 
providing the exchanges with an appropriation 
to deliver the commissary benefit and return to 
selling groceries at cost. In my view, if sales do 
not turn around in the commissaries, that may 
become our only cost-effective choice to retain the 
benefit and have a positive return on investment.

E and C News: You helped formulate some careful 
refinements related to legislative provisions (e.g., 
sec. 627 of the 2019 NDAA) regarding shared 
services and the military resale system. The re-
finements, strongly supporting the shared services 
concept, cautioned against full consolidation, and 
recommended that express congressional approval 
be required before going ahead with any consoli-
dation plan. What are your thoughts about those 
refinements not making it into the law?

Gordy: I was asked by a staffer of Rep. Donald 
Bacon (R-Neb.) to offer some recommended adjust-
ments that would have tightened up the language 
in the Bacon Amendment. Previous consolidation 
studies called for a merger of exchanges to be 
limited to shared services, so we recommended 
that the current effort underway be limited to that 
level of consolidation. We also recommended a 
provision to require congressional consent before 
moving forward with consolidation. The law pre-
viously included that restriction. Interestingly, 

DoD was also seeking changes to 
the language, and those changes 
were not included, either. 

Even though our recommended 
provisions didn’t make it into the 
law, we believe Congress will still 
play an important role in the final 
decision on consolidation. The good 
news is that Congressman Bacon 
has taken a personal interest in the 
future viability of commissaries 
and exchanges. The more proac-
tive congressional interest there 
is, the better it is for the benefit.

‘Essentially, current reforms are shifting the cost of the delivery of the benefit onto the ben-
eficiaries and the industry. This, in our view, is leading to an erosion of patron confidence in 

their earned benefit as evidenced by declining sales, transactions and units purchased as 
well as shrinking market baskets.’

— Tom Gordy, President, Armed Forces Marketing Council (AFMC)
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Exchange-operated commissaries, with an appropriation to deliver the commissary benefit, 
might be plausible. Shown here, the NS Norfolk, Va., Navy Exchange sells fresh groceries.
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ship vacuum, along with a lack of transparency 
on how the reforms are impacting patron savings 
and patron shopping, gives us the greatest con-
cern going forward. It seems no one is minding 
the store.  

In those four years, we have not seen opera-
tional costs for DeCA being reduced, even though 
sales are down by nearly one-third. In the business 
world, operational costs would have followed sales. 
However, reform efforts for DeCA are designed to 
establish schemes to pass DeCA’s costs to military 
families first rather than looking internally to 
see how operational and acquisition costs can 
be reduced. 

Essentially, we are expecting military families 
to give up more of their hard-earned paycheck to 
support inefficiency, and that is just wrong. Now we 
are seeking to take inherently-efficient exchanges 
and squeeze costs out of them through costly and 
risky consolidation to offset DeCA’s costs. 

Let me tie business-speak with military-speak 
as I close: In a push to make DeCA act more like 
business and reduce its appropriation, which seems 
to be DoD’s center of gravity in all of these ef-
forts, consolidation would appear to be the least 
business-like course of action (COA) to take in 
this situation. 

A more direct and less costly COA that focuses 
on internal efficiencies at DeCA, that actually 
reduces costs — not shifting who pays for them 
— needs to be implemented first to see how close 
to meeting the objective we get. Then, other COAs 
may be sought to obtain the desired end state, 
if required.

—E and C NEWS

staff vary on consolidation efforts. We saw a few 
amendments this year that called for further re-
form of resale, while there are some members 
and professional staff who are still withholding 
judgment on the current reforms, and desire to see 
whether the commissary reforms will be effective 
at meeting their goals of reducing the commis-
sary appropriation while continuing to meet sav-
ings targets, providing high-quality products and 
sustaining and improving customer satisfaction. 

So the view on the Hill is not homogenous, 
and I believe some views are fluid and could adjust 
based upon circumstances.

E and C News: We hear many complaints about 
pricing in the commissaries. Has AFMC had any 
meetings with the DeCA Special Assistant for Com-
missary Operations, Rear Adm. Robert Bianchi, 
SC, USN (Ret.), and DoD to address this issue?

Gordy: Since his appointment as the interim 
director of DeCA and now as the special assistant, 
the AFMC has met with Adm. Bianchi twice. Our 
meetings are always off the record, so we do not 
comment on discussions held with our industry 
partners to ensure we maintain an open dialogue 
on issues of concern. 

However, our meetings with Adm. Bianchi 
are always productive, the conversations direct, 
and no one leaves the meeting without knowing 
where the other one stands and how we can work 
together better going forward. 

E and C News: The law as it stands now says DoD 
must operate separate commissary and exchange 
systems. What would you tell staffers on the Hill 
about the importance of separation between these 
two different business models?

Gordy: When discussing the difference between 
commissaries and exchanges with folks on Capitol 
Hill, I often discuss them in terms of the benefit 
derived through the different business models. 

Commissaries were always intended to be a 
non-pay compensation benefit; thus they were 
fully supported by appropriated funds and sold 
products at cost-plus to give military families 
more buying power and extend their paychecks. 
The exchanges are profit centers which deliver 
not only a savings benefit, but also dividends to 
support quality-of-life programs. 

Given the changes placed upon DeCA to be 
more of a business at the expense of the non-pay 

compensation benefit, and 
the provision in law that 
allows DoD to use exchange 
dollars to offset DeCA’s APF, 
the wall between the two 
has gotten a lot thinner. 
The current consolidation 
effort will fully tear down 
that wall. In that event will 
lie great challenge and great 
opportunity. 

But Congress needs to 
assess and decide what it 
expects from the commis-
sary first — do they want it 
to be a non-pay compensa-
tion benefit that operates 
more like a business or a 
mostly self-supporting busi-
ness that delivers a small 
benefit to military families? 
If the former, they need to strengthen the wall, 
and consider walking back some of the reforms 
before it is too late to save the commissaries. If 
the latter, they need to remove the wall and look 
for a different, less expensive model to deliver the 
commissary than the current one.

E and C News: Do you have any final thoughts 
that you would like to convey?

Gordy: To anyone who is reading this article, 
whether industry, DoD appointee, civilian or 
contractor, resale leader or employee, member 
of Congress or staffer, let’s remember who we 
are doing this for. 

Everyone involved in reforms states that we 
are going to “protect the benefit.” The word “ben-
efit” means different things to different people, 
so what we are seeking to protect needs to be 
clearly defined and accepted by everyone so that 
we know we are seeking to achieve the same goal. 

Historically, the benefit was defined as the 
savings provided through reduced prices, access 
to national brands around the world, and the 
sense of community provided by resale. The re-
sale benefit provides our nation a benefit through 
supporting increased recruitment, retention and 
readiness of the force.

Over the past four years, it seems the importance 
of resale among DoD leadership has waned. We 
have repeatedly asked who owns and is account-
able for ensuring the success of DeCA’s reforms. 
To date, no one has stepped forward. That leader-

‘Industry views on proposals for consolidation are mixed. … there is a desire to protect, strengthen and enhance the military resale 
benefit, and if some level of consolidation accomplishes that, and there is a solid business case to support it, then efforts should be 
made to offer patrons a stronger benefit through better savings and a customer-centric, more convenient shopping experience.’

— Tom Gordy, President, Armed Forces Marketing Council (AFMC)

Congress must assess and decide what it expects from the commissary: compensation benefit, or 
self-supporting business.
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